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The most important work by Adam Smith was “The Wealth of Nations´
>@ 7KH KLJK SRLQW RI WKH IUHH PDUNHW
ideas is the doctrine of laissez-faire.
This does not allow the state to play 
an economic role. The theory for the 
Invisible Hand states that when each 
consumer is allowed to choose freely 
what to buy, and each producer is allowed 
to choose freely what to sell and how to 
produce it, the market will settle on a 
product distribution and prices that are 
EHQH¿FLDOWRDOOLQGLYLGXDOPHPEHUVRID
community, and hence to the community 
as a whole. The reason for this is that 
VHOILQWHUHVW GULYHV DFWRUV WR EHQH¿FLDO
behaviour in a case of serendipity.
(I¿FLHQW PHWKRGV RI SURGXFWLRQ DUH
DGRSWHGWRPD[LPL]HSUR¿WV/RZSULFHV
DUHFKDUJHGWRPD[LPL]HUHYHQXHWKURXJK
gaining the market share by undercutting 
competitors. Investors invest in industries 
PRVWH[SHFWHGWRPD[LPL]HUHWXUQVDQG
ZLWKGUDZFDSLWDOIURPWKRVHOHVVHI¿FLHQW
in creating value. All these effects take 
place dynamically and automatically.>@
Liberal market economy principles 
are further developed by many scientists 
± IURP 'DYLG 5LFDUGR >@ WR 0LOWRQ
)ULHGPDQ > @ DQG RWKHUVCapitalism
and Freedom by Friedman was originally 
published in 1962. The author considers 
the role of economic capitalism in the 
liberal society. Just like economists 
nowadays, they also had different views, 
RSLQLRQVDQGFULWLTXHV
([DPSOHV RI VXFFHVV RI WKH OLEHUDO
market economy can be found in many 
countries, including Estonia. Again, 
these principles are present the main 
theses of the GISAP at this stage.
What is the state of the liberal market 
HFRQRP\ LQ (XURSH WRGD\" 7KH DXWKRU
ZLOO DQDO\]H WKH H[DPSOH RI (VWRQLD
Estonia has been the liberal market 
HFRQRP\ IRU D TXDUWHU RI D FHQWXU\
How was it done and what were the 
UHODWHGSUREOHPV"
Estonia and other Baltic countries 
were successful before and after the 
economic crisis. Hence the name – 
Baltic Tigers. Estonia can be considered 
as small but successful economic 
model, which makes it possible to make 
generalizations about other countries.
SWOT analysis shows pros and cons of 
both. Some of these are objective, others 
– subjective grounds.
As an introduction, let’s look at 
the economic background of Baltic 
countries: Estonia, Latvia and Lithuania 
(with Estonia emphasized).
After the Baltic countries had 
restored independence (1991), integration 
with Western Europe was chosen as 
the main strategic goal. Today they are 
liberal democracies, and their market 
economies have undergone rapid 
H[SDQVLRQLQWKHHDUO\V
All they are members of the EU, 
the Euro Area, WTO, IMF, NATO and 
WKH 6FKHQJHQ$UHD (VWRQLD LV DOVR WKH
OECD member.
Before and after the economic 
depression, the Baltic States were 
successful. The Baltic countries had 
the highest growth rates of GDP in 
Europe between 2000 and 2007, during 
SHULRGVRIHFRQRPLFERRP>@%HFDXVH
of its rapid growth, Estonia has often 
been described as a Baltic Tiger beside 
Lithuania and Latvia. The term is based 
on four Asian Tigers.
The trend line shows the cyclic 
development of economy (GDP). GDP 
of Baltic States strongly decreased 
during 2008-2009. If an annual real 
GDP growth of more than 10% can be 
FRQVLGHUHGH[FHOOHQWWKHQUHVXOWLQ
was one of the largest in the world.
)LJ5HDO*'3SHUFHQWDJHFKDQJHLQUHODWLRQWRWKHSUHYLRXV\HDULQ%DOWLF6WDWHV>@

Estonia’s economy fell into 
recession in the mid 2008 as a result of 
an investment and consumption slump 
following the bursting of the real estate 
market bubble and the decreasing 
H[SRUW GHPDQG EDVHG RQ WKH HFRQRPLF
slowdown in the rest of Europe, but the 
economy recovered strongly. Again, 
the GDP growth from 2011 was one of 
the highest in the EU. In 2014 the GDP 
growth was the following: Estonia – 
2.1%, Latvia – 2.4%, Lithuania – 2.9%.
For comparison: EU 28 growth was 
1.3%, the Euro Area countries – only 
DQG5XVVLD±>@
Thus, the country covered two 
H[WUHPHV 2Q WKH RWKHU KDQG WKLV DOVR
shows that the reforms carried out in 
the past were successful and established 
a base allowing to deal with the crisis 
successfully. In particular, this meant 
creation of favourable conditions for 
EXVLQHVV7KLVFRQ¿UPHGWKHFRUUHFWQHVV
of transition to the liberal market 
economy.
In 2014 the GDP (PPP) per capita 
of Estonia, a good indicator of wealth, 
was $26,600, after Lithuania ($26,700) 
and before Portugal, Greece, Russia 
DQG/DWYLD>@
At the end of 2014 Estonia had the 
ORZHVW UDWLRRISXEOLFGHEW *'3
DQG JRYHUQPHQW VXUSOXV *'3
DPRQJWKH(8FRXQWULHV>@
As the title is “Modern trends in the 
intensive development of public relations 
and actual methods of their effective 
UHJXODWLRQ´ ZH ZLOO DOVR FRQVLGHU WKH
UDWLR RI H[SRUWV DQG LPSRUWV RI JRRGV
DQGVHUYLFHVLQWKH*'3,QH[SRUW
LQ(VWRQLDZDV /DWYLD ± 
Lithuania – 86.9% and EU 28 – 44.9%
RI WKH*'3DQG LPSRUW LQ(VWRQLDZDV
 /DWYLD ±  /LWKXDQLD ±
DQG(8±RIWKH*'3
>@0RGHUQWUHQGLV±WKHZRUOGH[SRUWV
DUHJURZLQJVLJQL¿FDQWO\IDVWHUWKDQWKH
GDP, nearly twice as fast. As shown by 
WKH (VWRQLDQ H[SHULHQFH DQ HIIHFWLYH
way to regulate this is to use liberal 
market economy principles.
Public relations are also human 
relations. This is membership and 
employment in many international 
organizations. Public relations also cover 
the GISAP project.
However, it must be said, that success 
of Estonia and other Baltic countries 
is in many aspects based on foreign 
assistance. Today, the assistance is mostly 
received through the EU regional policy 
instruments, but also the Norwegian and 
EEA Financial Mechanisms, Estonian-
Swiss Cooperation Programme and 
others are available. In 2000-2013, 
(VWRQLDUHFHLYHGRYHUELOOLRQ(85RI
H[WHUQDOJUDQWV>@
7KH (VWRQLD¶V LQGH[ RI HFRQRPLF
freedom was 8th LQ WKH ZRUOG LQ 
it was also the 2nd freest economy in 
(XURSH /LWKXDQLD ZDV WKH th (6) and 
Latvia – 37th/HW¶VFRPSDUHLQGH[
of economic freedom of the United 
States was the 12th>@
United Nations lists the Baltic States 
DV FRXQWULHVZLWK D ³YHU\KLJK´+XPDQ
'HYHORSPHQW ,QGH[ %\  +',
5HSRUW ZDV (VWRQLD  /LWKXDQLD 
DQG/DWYLD>@
Balanced budget, almost non-
H[LVWHQWSXEOLFGHEWJRYHUQPHQWVXUSOXV
ÀDWUDWH LQFRPH WD[ IUHH WUDGH UHJLPH
competitive commercial banking sector, 
innovative e-services and even mobile-
based services are all hallmarks of 
Estonia’s market economy.
Estonia has a modern market-based 
economy and one of the highest per 
capita income levels in the Central 
Europe and the Baltic region. Estonia’s 
successive governments have pursued 
a free market, pro-business economic 
agenda and have wavered little in their 
commitment to pro-market reforms.
The current government has followed 
VRXQG ¿VFDO SROLFLHV WKDW KDYH UHVXOWHG
in balanced budgets and low public 
GHEW7KHHFRQRP\EHQH¿WVIURPVWURQJ
electronics and telecommunications 
sectors, as well as strong trade ties with 
)LQODQG6ZHGHQDQG*HUPDQ\>@
The world media have lately started 
to describe Estonia as a Nordic country, 
emphasising the economic, political and 
cultural differences between Estonia and 
its less successful Baltic neighbours.
Problems
Despite the relative success of 
Estonian economy there are also relative 
problems. Let’s consider some of them.
GDP growth could be higher, despite 
the fact that it is greater than the EU 
average. Estonian wages are several 
times lower those in the Scandinavian 
FRXQWULHV>±@7KLVFDXVHV¿VFDODQG
social problems.
The state’s task is fair distribution of 
LQFRPH DQG WD[HV WKURXJK IXQGUDLVLQJ
In this regard there are many points of 
view in different countries. Most of 
WKHVHDUHUHODWHGWRWKUHHWD[HVSHUVRQDO
LQFRPH WD[ FRUSRUDWH LQFRPH WD[ DQG
social contribution.
On the basis of economic theories 
of Milton Friedman, in 1994 Estonia 
EHFDPH RQH RI WKH ¿UVW FRXQWULHV WR
DGRSW D ÀDW WD[ ZLWK D XQLIRUP UDWH RI
26% regardless of personal income. That 
was followed by continuous reduction.
Presently it is 20%. There are a lot 
of discussions concerning the ÀDW WD[
in Estonia. The opposition wants to 
introduce percentage-based payment 
when the rich pay more than the poor.
The opposition wants the rich to pay 
more than the poor in percentage as well.
)RU H[DPSOH ZKHQ LQFRPH RI D ULFK
person is a million, and another person 
gets a thousand euros (Estonian average 
is 1010 EUR) per month, then the rich 
will pay 200 000 and the average wage 
earner – 200 EUR of ÀDW WD[ (20%).
The difference is very big, after all, a 
WKRXVDQG WLPHV IRU WKH JUHDW WD[ ZLOO
be shared with low income and poor 
person.
:KHQZHUDLVHWD[HVRQWKHULFKWKHQ
state can seemingly gain more money.
In some countries, so it is. Let’s look 
at this now in terms of the rich, whose 
revenues accrue to the state the most.
Where is the limit of what motivates the 
ULFK ZRUN KDUGHU" 7KH ZRUOG SUDFWLFH
VKRZV WKDW YHU\ KLJK WD[ EXUGHQ ZLOO
make the rich people look for the ways 
to pay less. For this purpose they hire 
FXQQLQJ ODZ\HUV ¿QGLQJ ÀDZV LQ WKH
legislation and allowing the rich to pay 
less, although this will be considered a 
WD[IUDXG±LOOHJDOWKLQJ
At some point the rich will move 
WR DQRWKHU FRXQWU\ ZKHUH WKH WD[
burden is lower. Thus, the country will 
lose some of its income. What’s more, 
family and the support staff of a rich and 
successful business owner can change 
WKHLU FLWL]HQVKLS DV ZHOO:KHQ WKH WD[
is collected at a relatively large rate in 
their homeland, it will be eventually 
dramatically reduced or completely lost.
In the same way they can move 
WKHLU EXVLQHVVHV DEURDG ZKHUH WD[HV
and labour costs are lower. The result 
is weakening of the national economy.

$Q H[DPSOH FDQ EH IRXQG LQ WKH VRFLDO
welfare states successful until recent 
WLPH 3UDFWLFH KDV VKRZQ WKDW WD[
reduction is not accompanied by the 
VLJQL¿FDQW GURS LQ WKH PRQH\ DPRXQWV
received by the state budget. The reason 
LV WKDW RSWLPXP DQG IDLU WD[HV ZLOO EH
SDLGZLWKRXWORRNLQJIRUWKHIDLUHUWD[HV
or ways to pay less.
(VWRQLDDOVREHQH¿WVIURPWKHVLPSOH
WD[V\VWHP7KLVLVXVHIXOERWKIRU60(V
which are often not highly educated 
workers and for foreign investors.
&RQÀLFW RI LQWHUHVW 60( RZQHUV
DQGJRYHUQPHQWRI¿FLDOV60(VRZQHUV
VHH H[FHVVLYH EXUHDXFUDF\ 7KH RZQHUV
of SMEs often don’t have not enough 
time for this, or even knowledge. For 
H[DPSOHODVW\HDUWKH(VWRQLDQWKRXVDQG
HXUR UHSRUWLQJ UHTXLUHPHQW RU RQH
PDQ EXVLQHVV XVH RI RI¿FH FDUV ZDV
introduced. Where does the business 
RI¿FLDO WULS RI RQH PDQ HQG DQG WKH
IDPLO\EUHDNXSEHJLQ"
7KH SULQFLSOH RI HTXDO WUHDWPHQW
LV YLRODWHG IRU H[DPSOH LQ WKH
WUDQVSRUWDWLRQ ¿HOG 5DLOZD\V DUH
preferred over the road transport.
Corruption remains a global threat.
7KH&RUUXSWLRQ3HUFHSWLRQV,QGH[VHUYHV
as a reminder that the abuse of power, 
secret dealings and bribery continue to 
ravage societies around the world. >@
In 2013 Estonia ranked 28th in the world 
by the Corruption Perceptions Index 
among 176 countries. Good place. For 
comparison, the United States were 19th,
Lithuania – 43rd, Latvia – 49th, and Russia 
127th >@ +RZHYHU FRUUXSWLRQ VWLOO
remains a serious problem in Estonia.
We can recall the recent major Latvia-
Estonia railway bribery scandal.
%DVHG RQ WKH FRQÀLFW RI LQWHUHVW
there is a lot of corruption and injustice 
LQ VFLHQFH([DPSOHVPD\EH VHHQERWK
coming from Estonia and from Europe 
in the GISAP “Doctoral programs and 
UHFRUGWLWOHVRIVFLHQWLVWV´>@
Knowledge-based state. Everyone 
praises it by word of mouth, but actually 
it is more about problems. In the 
information society the know-how is 
most important, which means education 
DQG H[SHULHQFH >@ 5HOLDELOLW\ RI WKLV
LGHDFDQEHFRQ¿UPHGE\WKHSUDFWLFHRI
the world richest countries.
How to assess the success of 
UHVHDUFKHUV":LWKWKHLUDFDGHPLFRXWSXW
DQGPHULWV"+RZWRHYDOXDWHWKHVXFFHVV
RI HFRQRPLVWV" ,V LW VXI¿FLHQW WR UHO\
on the international peer-reviewed 
SXEOLFDWLRQV DQG FLWDWLRQV" 7KHUH DUH D
lot of issues here.
Discussion & Conclusions
The liberal market economy is 
HI¿FLHQWLWLVFRQ¿UPHGE\SUDFWLFH
Despite the relative success of the 
economy, there are problems as well.
Some of these are objective, others are 
subjective.
Objective – it is particularly 
related to active and highly innovative 
society. The goal is not the redistribution 
of wealth, but creation of necessary 
conditions using wealth.
Subjective – the decision-makers 
JRYHUQPHQW RI¿FLDOV JRYHUQPHQW DQG
SDUOLDPHQWPXVWEHKLJKO\TXDOL¿HGDQG
show high ethical level. This is not about 
the stupid and lazy society. People’s 
mental capabilities and the desire to 
work is not the same.
All points of the economic theory 
cannot be taken as the dogma, but their 
H[SORLWDWLRQPXVWEHFUHDWLYH
Successful functioning of essential 
knowhow could be added as a 
complement to the liberal market 
economy theory.
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